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Report To Stockholders 


W E submit herewith for your consideration the Consolidated Balance 
Sheet and Statement of Consolidated Income for the year ending 
June 30, 1948. 

Our total dollar sales, $235,478,696, were the largest in the Company’s 
history. Earnings before taxes this year were $13,434,230, as compared to 
$12,524,416 last year. Net earnings for the year were $8,437,138, as com¬ 
pared to $7,958,588 for the previous year. We have paid out in preferred 
and common dividends during the past year $4,222,636. 

During the year, net additions to Property, Plant and Equipment, after 
Depreciation Reserve, amounted to $3,562,045. This included additions to 
country elevators, expansion of the Memphis Chemical Plant, new ware¬ 
houses at Pekin and Sherman, and general improvement of other plant 
facilities. As mentioned last year, because of high costs of equipment and 
construction, we are doing only those jobs of replacement and construction 
that we believe should not be postponed. 

On June 30 our inventories were well below last year. During the year, 
our policy was to keep stocks of all materials at minimum requirements. 
During the winter, when there were transportation difficulties and uncer¬ 
tainty as to supply of production materials, it was necessary to carry more 
inventory; at the high level of prices this necessitated our borrowing from 
banks as high as $15,000,000. These loans were all paid off before the end 
of the year. During the coming year, we may be confronted with the same 
situation but present indications are that grains and materials will be at 
lower price levels. 

As our statement shows, we inventory at cost or market, whichever is 
lower on June 30. Since June 30 prices on grains and many other materials 
we use have declined. This means we will probably have some more inven¬ 
tory losses to absorb during this fiscal year. 

Our unit volume for the year was greater than in previous years. Our 
shipments of Quaker Oats and Mother’s Oats were the largest in the his¬ 
tory of the Company. Our sales of Puffed Wheat and Puffed Rice, Aunt 
Jemima Pancake Flour, and other cereal items were satisfactory. 

The highest grain and feed prices in many years decreased poultry and 
livestock numbers, and less favorable feeding ratios curtailed the total 
volume of feed business during the past year. With continued strong 
demand for poultry and livestock products and improved ratios, the feed 
situation looks more favorable for the coming fall and winter. 

Our furfural business continues to grow. In addition to many uses which 
have been found for the product—such as a purifying agent in the manu¬ 
facture of synthetic rubber, lubricating oil, and vegetable oils — it is now 
being used in the manufacture of nylon. 

In our first full year of selling Ken-L-Ration without production restric¬ 
tions, we have developed national distribution and a substantial volume. 
We are now in the process of developing the Ken-L-Meal and Biskit busi¬ 
ness. During the last six months, government purchases of tinned horse 
meat and gravy, which is being used in Germany and Austria, helped our 
production at the Rockford, Illinois and Marion, Ohio plants. 







While our expansion plans at Portland, Oregon are being developed 
slowly, we expect soon to have a small feed mill in operation. 

In the last quarter of the year, we launched some new Aunt Jemima 
Mixes in eastern test markets. We are now producing and selling in those 
markets Aunt Jemima Silver Cake Mix, Devil’s Food Cake Mix, Com 
Muffin Mix, Oatmeal Cookie Mix, Oatmeal Muffin Mix, and Gingerbread 
Mix. We expect to confine our activities to a few eastern markets until we 
gain greater experience. 

As the cost of living continued to rise, we made every effort to keep 
our employees’ compensation in line with it. Wage and salary adjustments 
were made, with the resultant increased cost of doing business. In addition, 
we established a Personal Illness or Accident Benefit Plan for hourly 
Quaker employees. Our Wage Bonus Plan, which was established in 1936, 
gives these people an additional income through sharing in the profits of 
the Company; this has averaged about 8% of wages and salaries during 
that period. 

Our Foreign Subsidiaries operated steadily during the year on higher 
volumes and at a profit. In Great Britain, cereals have just recently been 
removed from rationing, and some restrictions are being reduced and 
eliminated in other countries. These tendencies toward relaxation of gov¬ 
ernmental controls will be helpful. At the present time, the financial needs 
of our overseas subsidiaries are being met by financing within the respective 
countries. 

Our export volume from the United States continues to be satisfactory. 

Today too many people forget that companies, like the individual, have 
income problems. Costs of buildings, new equipment and replacements 
have increased tremendously. A new warehouse that we built in Sherman 
this year is costing us approximately $5.28 per square foot; our engineers 
say that in 1941 we could have built for $2.85 per square foot. We own 615 
automobiles for the use of our salesmen in the United States. The cost of 
these cars today is about $870,000; in 1941 the cost would have been 
about $540,000; and so it goes. 

From these facts you can see that on the basis of present price levels 
companies have to make larger earnings and retain a substantial amount 
in the business, if they are going to keep in a strong working capital posi¬ 
tion. A company with ample credit and liquid capital is the best guarantee 
of job security a worker can have. 

Because the term “Surplus” on our balance sheet is frequently mis¬ 
understood, we have changed it to “Earnings Retained in the Business.” 
This is the money which has been retained out of earnings of this and 
previous years, for expansion and the general protection of the business. 

To our 7,300 Quaker men and women, at home and abroad, we wish to 
express our sincere appreciation and thanks for their loyalty. It is only 
through close cooperation of every department and the effort of each 
individual employee that we can continue to grow. 


September 24, 1948. 


JOHN STUART, Chairman of the Board 
DONOLD B. LOURIE, President 






The Quaker Oate (ompany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


CURRENT ASSETS: 


ASSETS 

June 30, 1948 


Cash . $ 7,386,722.16 

U. S. Government Securities at lower of 

cost or market . 12,873,196.05 

Accounts Receivable, less reserves (Note 3) 12,130,768.84 
Inventories of Grain, Materials, Products 

and Supplies, at lower of cost or market. 19,616,821.65 
Total current assets . $52,007,508.70 


INVESTMENTS IN AND ADVANCES TO 
AFFILIATES, at cost (Note 1): 

United States and Canadian — partially 


owned . $ 532,999.48 

United States — wholly owned . 50,000.00 

English — wholly owned . 529,873.82 

Continental European . 1,102,834.76 

$ 2,215,708.06 

Less—Reserve for possible losses. 1,109,679.33 

$ 1,106,028.73 


June 30, 1947 
$ 6,668,774.38 

11,385,510.91 

9,883,061.41 

22,469,132.86 

$50,406,479.56 


$ 565,287.06 

100,000.00 
560,161.20 
1,111,450.56 
$ 2,336,898.82 
1,138,346.11 
$ 1,198,552.71 


PREPAID EXPENSES: 

Unamortized Debt Discount and Expense $ 278,096.89 

Insurance, Taxes, etc . 662,265.36 

$ 940,362.25 


$ 


$ 


295,477.93 

618,759.97 

914,237.90 


PROPERTY, PLANT AND EQUIPMENT 


(Note 4): 

Land . $ 2,315,224.48 

Buildings and Improvements . 17,441,144.94 

Machinery and Equipment . 19,755,311.25 

Country Elevators . 2,803,327.93 

$42,315,008.60 

Less — Reserves for Depreciation . 19,115,120.39 


$23,199,888.21 


$ 2,270,971.40 
16,328,630.22 
17,445,842.80 
1,980,760.55 
$38,026,204.97 
18,388,361.11 
$19,637,843.86 


PATENTS, at cost less amortization . $ 370,744.15 $ 510,084.04 


TRADE-MARKS, TRADE RIGHTS AND 

GOODWILL (Note 4) . $10,145,506.07 $10,145,506.07 

$87,770,038.11 $82,812,704.14 


The accompanying notes are i 










































The Quaker Oafs (pmpany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


LIABILITIES 


CURRENT LIABILITIES: 

June 30, 1948 

June 30, 1947 

Accounts Payable. 

$ 2,894,818.71 

$ 2,723,346.13 

Accrued Federal and Canadian Taxes on 
Income. 

5,513,677.34 

4,871,557.94 

Other Accrued Liabilities. 

3,207,085.81 

3,115,590.23 

Due to Affiliates not Consolidated. 

89,183.98 

241,651.52 

Dividends Payable. 

1,317,991.50 

1,317,991.50 

Total current liabilities. 

$13,022,757.34 

$12,270,137.32 

FUNDED DEBT— 



Twenty Year 2 %% Debentures, due 
July 1, 1964 . 

$10,000,000.00 

$10,000,000.00 

CAPITAL STOCK AND EARNINGS RETAINED 


IN THE BUSINESS: 



Preferred, 6% cumulative, 

$100.00 par value. 

$18,000,000.00 

$18,000,000.00 

Authorized 250,000 shares 

Issued 180,000 shares 



Common, no par value. 

15,210,000.00 

15,210,000.00 

Authorized 800,000 shares 

Issued 702,000 shares 



Earnings Retained in the Business: 



Reserved for— 

Future Inventory Losses and 

Necessary Price Adjustments. . . . 
Insurance and Other Contingencies . . 

7,800,000.00 

974,440.72 

7,800,000.00 

932,981.37 

Unreserved (Note 5). 

23,090,413.14 

18,917,370.54 


$65,074,853.86 

$60,860,351.91 

Less 892 shares of preferred and 2,447 
shares of common stock held in treasury 
and reserved for employees, at cost less 
reserve. 327,573.09 

317,785.09 


$64,747,280.77 

$60,542,566.82 


$87,770,038.11 

$82,812,704.14 


tegral part of the above statements 




























The Quaker Oats (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 

For Year Ended June 30, 1948 

Year Ended 
June 30, 1948 

Net sales . $235,478,696.74 

Cost of goods sold . 198,150,376.61 

Selling, general and administrative expenses . 23,753,704.15 

Income from operations . $ 13,574,615.98 

Other income . 350,646.86 

Income charges . 491,032.73 

Income before federal and foreign income and profits taxes. $ 13,434,230.11 
Federal and foreign income and profits taxes: 

Income taxes . $ 4,997,091.66 

Excess profits taxes . 

Charge for tax effect of past service retirement annuities . 

Total income and profits taxes . $ 4,997,091.66 

Net income . $ 8,437,138.45 


Statement of Unreserved Earnings Retained in the Business 

For Year Ended June 30, 1948 

Balance at beginning of the year . $ 18,917,370.54 

Net income . 8,437,138.45 

Total . $ 27,354,508.99 

Dividends: Preferred stock . $ 1,074,648.00 

Common stock . 3,147,988.50 

Total dividends . $ 4,222,636.50 

Past service retirement annuities . 

Transfer to Earnings Reserved for: 

Future inventory losses and necessary price 

adjustments . 

Advertising . 

Other—net increase ( decrease ) . 41,459.35 

Unreserved Earnings Retained in the Business at end of 

the year (Note 5) . $ 23,090,413.14 


The accompanying notes are an integral part of the above statements 







































The Quaker 0*ts (pmparty 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 
For Previous Years 


Year Ended 
June 30, 1947 

Year Ended 

June 30, 1946 

Year Ended 

June 30, 1945 


Year Ended 
June 30, 1944 

$194,043,637.48 

$154,831,182.62 

$151,083,671.40 

$142,647,173.08 

161,726,747.65 

124,925,604.95 

123,614,351.01 

119,161,791.03 

20,165,090.57 

17,468,671.07 

15,295,513.23 


14,649,578.08 

$ 12,151,799.26 

$ 12,436,906.60 

$ 12,173,807.16 

$ 

8,835,803.97 

872,767.47 

837,415.35 

585,324.96 


466,764.86 

500,150.39 

449,698.36 

647,387.86 


183,016.30 

$ 12,524,416.34 

$ 12,824,623.59 

$ 12,111,744.26 

$ 

9,119,552.53 

$ 4,565,828.00 

$ 4,083,237.50 

$ 3,191,397.81 

$ 

2,532,426.24 


2,270,334.95 

3,518,914.98 


1,726,200.87 





581,491.99 

$ 4,565,828.00 

$ 6,353,572.45 

$ 6,710,312.79 

$ 

4,840,119.10 

$ 7,958,588.34 

$ 6,471,051.14 

$ 5,401,431.47 

$ 

4,279,433.43 

Statement of 

Unreserved Earnings Retained in 
For Previous Years 

the Business 

$ 18,362,863.07 

$ 16,155,659.82 

$ 14,501,840.71 

$ 12,965,659.95 

7,958,588.34 

6,471,051.14 

5,401,431.47 


4,279,433.43 

$ 26,321,451.41 

$ 22,626,710.96 

$ 19,903,272.18 

$ 17,245,093.38 

$ 1,074,648.00 

$ 1,074,648.00 

$ 1,074,645.00 

$ 

1,074,636.00 

3,147,988.50 

3,147,988.50 

2,623,323.75 


2,273,547.25 

$ 4,222,636.50 

$ 4,222,636.50 

$ 3,697,968.75 

$ 

3,348,183.25 





67,277.60 

3,142,489.80 

38,954.57 

41,211.39 

7,510.20 

42,133.41 


1,150,000.00 

i, 600 , 000.00 
222 , 208.18 

$ 18,917,370.54 

$ 18,362,863.07 

$ 16,155,659.82 

$ 14,501,840.71 

















































The Quaker (pmpany 

and Domestic and Canadian Subsidiaries 

NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS — JUNE 30, 1948 


NOTE 1 

The consolidated financial statements include the parent company and 
the wholly owned domestic and Canadian subsidiaries, except that 
there has been omitted from the consolidation one wholly owned, 
inactive domestic subsidiary. Although financial statements received 
from the Continental European subsidiaries indicate in general a satis¬ 
factory condition, no substantial change has been made in the reserve 
against investments in such subsidiaries pending further developments 
and reasonable stabilization of world monetary conditions. 


NOTE 2 

The consolidated balance sheets include the following assets in Canada 
at the dates indicated: 


June 30, 1948 

Current assets . $7,319,334.26 

Current liabilities . 776,905.32 

Net current assets . $6,542,428.94 

Deferred charges . 83,669.93 

Properties, less reserves for 

depreciation . 2,151,607.41 

Total . $8,777,706.28 


June 30, 1947 
$7,974,559.00 
913,439.16 
$7,061,119.84 
70,312.56 

2,029,376.27 

$9,160,808.67 


Properties have been converted at U. S. dollar costs at dates of acqui¬ 
sition ; other assets have been converted at the lower of cost or official 
rate of exchange. 

NOTE 3 

The reserve for possible loss on uncollectible accounts deducted from 
accounts receivable amounted to $1,385,790.07 at June 30, 1948 and 
$1,098,517.83 at June 30, 1947. 

NOTE 4 

Property, plant and equipment and trade-marks, trade rights and 
goodwill are stated at cost, including the par value of any capital stock 
issued as consideration therefor. The allocation of the cost of businesses 
acquired as entireties as between tangible assets and trade-marks, 
trade rights and goodwill was determined by the management as of 
the dates of the acquisitions. 

NOTE 5 

The agreement covering the Company’s funded debt restricts the 
amount of earnings retained in the business available at June 30, 1948 
for dividends on common stock (other than stock dividends) or for 
the purchase of capital stock of the Company to $16,782,888.96. 























NOTE 6 

In previous years the Company charged purchases of furniture and 
fixtures and minor equipment to expense. The Company has now 
changed its accounting policy with respect to items of this type retro¬ 
active to January 1, 1942, charging such items to the appropriate 
capital account and providing depreciation reserves therefor. The net 
prior years’ credit ($185,346.97) arising from this change is included 
in net income for the year. 

NOTE 7 

Provisions for depreciation for the year ended June 30, 1948 included 
in the statement of consolidated income aggregated $1,225,963.47. 


ACCOUNTANTS’ CERTIFICATE 

The Quaker Oats Company: 

We have examined the consolidated balance sheet of The Quaker Oats 
Company and its domestic and Canadian subsidiary companies as of 
June 30, 1948 and the related statements of consolidated income and unre¬ 
served earnings retained in the business for the year ended that date. Our 
examination was made in accordance with generally accepted auditing 
standards and included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ments of consolidated income and unreserved earnings retained in the 
business present fairly the financial condition of the companies at June 30, 
1948 and the results of their operations for the year ended that date, in 
conformity with generally accepted accounting principles, which were 
applied on a basis consistent with that of the preceding year except for 
the change in accounting for capital additions as set forth in Note 6 to the 
consolidated financial statements, which change we approve. 

(Signed) HASKINS & SELLS 
Certified Public Accountants 

Chicago, September 15, 1948. 






The Quaker Qals (pmpany 


Food products manufactured by your company 

QUAKER OATS MOTHER’S OATS 

QUAKER PUFFED WHEAT SPARKIES 
QUAKER PUFFED RICE SPARKIES 
QUAKER PACK O TEN 

AUNT JEMIMA READY-MIX FOR PANCAKES 
AUNT JEMIMA READY-MIX FOR BUCKWHEATS 
QUAKER YELLOW CORN MEAL 

QUAKER WHITE CORN MEAL QUAKER HOMINY GRITS 

AUNT JEMIMA YELLOW CORN MEAL 
AUNT JEMIMA WHITE CORN MEAL 

AUNT JEMIMA GRITS PETTIJOHN’S ROLLED WHEAT 

SCOTCH PEARLED BARLEY QUAKER ENRICHED FARINA 

MUFFETS—THE ROUND SHREDDED WHEAT 
QUAKER MILK MACARONI QUAKER MILK SPAGHETTI 

QUAKER EGG NOODLES 

UNCLE SAM’S SPAGHETTI UNCLE SAM’S MACARONI 

QUAKER BEST ENRICHED FLOUR MOTHER’S ENRICHED FLOUR 

AUNT JEMIMA ENRICHED FAMILY FLOUR 
SCHUMACHER XXX GRAHAM FLOUR 
SCHUMACHER XXX FLOUR AND BRAN 
RED TOP ENRICHED FLOUR 


Other products manufactured by your company 

POULTRY, LIVESTOCK AND DAIRY FEEDS 

FUL-O-PEP POULTRY FEEDS 
FUL-O-PEP LIVE STOCK FEEDS 
FUL-O-PEP DAIRY RATIONS 

DOG FOODS 

KEN-L-R ATION KEN-L-BISKIT KEN-L-MEAL 

CHEMICAL PRODUCTS 

FURFURAL FURFURYL ALCOHOL 









The Quaker O&ts G>mpany 


PLANT LOCATIONS 


AKRON, OHIO 
CEDAR RAPIDS, IOWA 
ST. JOSEPH, MISSOURI 
SHERMAN, TEXAS 
MEMPHIS, TENNESSEE 
DEPEW, NEW YORK 


TECUMSEH, MICHIGAN 
PEKIN, ILLINOIS 
ROCKFORD, ILLINOIS 
OREGON, ILLINOIS 
MARION, OHIO 
PORTLAND, OREGON 


LOS ANGELES, CALIFORNIA 


THE QUAKER OATS COMPANY OF CANADA LIMITED 
PETERBOROUGH, ONTARIO SASKATOON, SASKATCHEWAN 


QUAKER OATS LIMITED 
Southall, England 


QUAKER OATS-GRAANPRODUCTEN, N.V., 
Rotterdam, The Netherlands 


A/S “OTA” 
Nakskov, Denmark 


QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H., 
Grevenbroich, Germany 


RESEARCH LABORATORIES 
Chemical — Chicago, Illinois 
Mechanical — Akron, Ohio 

EXPERIMENTAL FARMS 
Barrington, Illinois Libertyville, Illinois 


COUNTRY ELEVATOR LOCATIONS 
Illinois, Iowa, Kansas, Mississippi, Missouri, South Dakota 


SALES OFFICES 

THE QUAKER OATS COMPANY 


Akron, Ohio 
Atlanta, Georgia 
Baltimore, Maryland 
Billings, Montana 
Boston, Massachusetts 
Cedar Rapids, Iowa 
Cincinnati, Ohio 
Cleveland, Ohio 


Denver, Colorado 
Detroit, Michigan 
Los Angeles, California 
Memphis, Tennessee 
Minneapolis, Minnesota 
New York, New York 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Oregon 


Richmond, Virginia 
St. Joseph, Missouri 
St. Louis, Missouri 
Salt Lake City, Utah 
San Francisco, California 
Seattle, Washington 
Sherman, Texas 
Syracuse, New York 


THE QUAKER OATS COMPANY OF CANADA LIMITED 

Calgary, Alberta Peterborough, Ontario Toronto, Ontario 

Edmonton, Alberta Quebec, Quebec Vancouver, British Columbia 

Moncton, New Brunswick Regina, Saskatchewan Winnipeg, Manitoba 

Montreal, Quebec Saskatoon, Saskatchewan 























An Aerial View of the Company’s Plant at Cedar Rapids, Iowa 
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